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It's true that having a good credit score will give you better mortgage rates and save you money, but do 
you know the minimum and credit score you need to qualify for a mortgage and buy a house? Even 
more basic, what is a credit score? 
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So, what is a credit score, anyway? 


Your credit score, which is a number that ranges from 300 - 850, shows how well you handle debt and 
how likely you are to repay a loan on time. You can think of a credit score as a financial wellness 


indicator, especially in terms of qualifying for a mortgage. 


Credit scores are different from credit reports — it’s easy to confuse the two when they have such similar 
names! Credit reports are statements that come from the three credit bureaus: Experian®, Equifax® 


and TransUnion®. They contain information about your credit activity and credit history, including how 


well you've paid off your debts to creditors in the past. 


Lenders will request your credit report from one or more of the credit bureaus to assess how risky it is to 
lend to you. They'll use credit reports to determine whether you meet the terms of an existing credit 


account. 


FICo®, VantageScore®, Equifax® and Experian® develop credit scoring models. Credit scoring models 
are software that analyze credit reports to generate credit scores. All credit scores are determined using 


similar criteria and lenders may use all four types of scoring models. However, FICO® has been the 
dominant company in the industry for a long time and it considers information from the three credit 


reporting agencies. 


Even though you pay the same bills, have the same number of loans and stay on top of your credit 
cards, your credit score can change from month to month. That's why it’s important to request a free 
copy of your credit report from each of three major credit reporting agencies once a year at 
AnnualCreditReport.com. Doing so helps you monitor your credit score each year and helps you look 
out for mistakes on your reports. You can also get your credit report by calling (877) 322-8228. 


You don’t want to be denied a mortgage because of an error that one of your creditors made, such as 
mistaking your name for someone else's. If you do find a mistake, file a dispute with the creditor and the 


credit bureau to get it fixed immediately. 
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What Are The Credit Score Ranges? 


Credit scores range between 300 - 850, but within those credit score ranges are various ratings that 
indicate whether you have a“bad,’“fair,"“good,’“very good” and “excellent” credit score. Let’s take a look 
at the typical credit score ranges and what they mean. 


Applicants in this credit score range may not qualify 


Less than 580 Poor : 
for a loan at all or may get one at higher rates. 


Considered less qualified borrowers, this means that 


ara Fair lenders consider borrowers to be highly risky. 
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670 - 739 Good this category are likely to become delinquent on 
their loans. 
740-799 Very Good Applicants with scores in this range may receive 


better interest rates compared to other borrowers. 


Applicants in this range should receive the best rates 


800 or more Excellent 
from lenders. 


What Is A Good Credit Score? 


A borrower with a good credit score falls into the 670 - 739 range for most credit scoring institutions. 


A FICO" credit score is made up of the five following factors: 


e Payment history: 35% 

e Credit utilization: 30% 

e Length of credit history: 15% 
e Credit mix: 10% 

e Recent credit inquiries: 10% 


As a borrower with a good credit score, you handle these key areas well, which means you handle credit 


as a whole well. We'll go over these individual factors in a section below. 


Why Is It Important To Have A Good Credit Score? 


It's important to have a good credit score. A home buyer with good credit is more likely to qualify for 
lower mortgage rates when buying a house. 
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e Payment history: Payment history means that you make your payments on time, every time they 
are due. This is one of the main factors that affects your credit score because your payment history 
shows lenders how well you pay back any debt 


e Length of credit history: How long have you been using credit? Using credit for along time 
works to your advantage because lenders can see your long history of (hopefully successful) 
payments. 


e Types of credit accounts: Your credit mix is the amount of credit you have. It’s advantageous to 
have a mix of different credit types, such as student loans, car loans, credit cards and store credit 
cards. 


e Amount owed: The total balance on your last statement is generally the amount that will show in 
your credit report. Your level of debt can help a lender predict your likelihood of future credit 
performance and how you make your credit obligations on time. Now, this doesn’t mean you're 
automatically a high-risk borrower. But as your balances increase, your lender could decide you 
may have trouble making mortgage payments later on. 


e Credit utilization: Credit utilization refers to the amount of credit you actually use. Using too 
much of your available credit decreases your score. For example, if you have a $10,000 credit limit 
per month on a credit card and use every bit of that limit each month, your credit utilization 
increases, which decreases your credit score. 


e Recent credit inquiries: Recent credit inquiries also play into your credit score. Credit inquiries 
can stay on your credit report for up to 2 years, but it shouldn't affect your credit scores for more 
than a year. In most cases, inquiries cease to have any significant impact on scores after just a few 
months. 


How To Improve Your Credit Score 


Not happy with your credit score? If you'd like to move from a “fair” credit score to a “good” credit score, 
it's totally possible. Let's go over some tips and tricks. 


Make Payments On Time 


Late payments lower your credit score. Making all payments on time — whether it’s for rent, credit card 
bills. personal loans or another tvpe of credit — helps vou increase vour credit score. It'll also save vou 
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Consider keeping your credit cards open but place them in a locked drawer or other designated “safe 
spot” so you're not tempted to use them. 


Increase Your Credit Limit 


Increasing your credit limit can help increase your credit score because you change your credit 
utilization rate to show that you aren't using much credit relative to your credit limit. Many credit card 
issuers allow cardholders to ask for a credit limit increase online. 


Take the first step toward buying a house. 


Get approved to see what you qualify for. 


The Bottom Line 


Your credit score, a number that ranges from 300 - 850, shows how well you can repay debts. 


Lenders look to your credit score to indicate your likelihood that you'll pay them back in full. They might 
give you a higher interest rate or deny you altogether if your credit score isn’t high enough. This can 
cost you a lot in the long run and might even mean you'll have to rent instead of purchasing a home. 


Your score is determined by several factors, including your payment history, length of your credit 
history, types of credit accounts, the amount you owe, your credit utilization and your recent credit 
inquiries. 


You can raise your credit score using several different methods, including making payments on time, 
avoiding closing a credit card account and increasing your credit limit. 
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LMB Mortgage Services, Inc., (dba Quicken Loans), is not acting as a lender or broker. The information 
provided by you to Quicken Loans is not an application for a mortgage loan, nor is it used to pre-qualify 
you with any lender. If you are contacted by a lender or broker advertising within our network, your 
quoted rate may be higher depending on your property location, credit score, loan-to-value ratio, debt-to- 
income ratio, and/or other factors. Quicken Loans does not offer its matching services in all states. This loan 
may not be available for all credit types, and not all service providers in the Quicken Loans network offer 
this or other products with interest-only options. The information that we provide is from companies 
which Quicken Loans and its partners may receive compensation. This compensation may influence the 
selection, appearance, and order of appearance on this site. The information provided by Quicken Loans 
does not include all financial services companies or all of their available product and service offerings. 
Article content appears via license from original author or content owner, including Rocket Mortgage. 


Note: Actions on this website are recorded for quality assurance or training purposes. Input of data 
constitutes consent. 
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